The purpose of this primer is to describe briefly the
annual budget and appropriations process for the state.

The Governor, by KSA 75-3721, must present
spending recommendations to the Legislature. The
Governor’s Budget Report reflects expenditures for
both the current and upcoming fiscal years and
identifies the sources of financing for them.

The Legislature uses The Governor’s Budget Report as
a guide as it appropriates the money necessary for state
agencies to operate.  Only the Legislature can
authorize expenditures by the State of Kansas. The
Governor recommends spending levels, while the
Legislature chooses whether to accept or modify those
recommendations. The Governor may veto legislative
appropriations, although the Legislature may override
any veto by a two-thirds majority vote.

Fiscal Years. It is important when reading the budget
to consider which fiscal year is being discussed. The
state fiscal year runs from July 1 to the following June
30 and is numbered for the calendar year in which it
ends. The current fiscal year is the one which ends
the coming June. The actual fiscal year is the year
which concluded the previous June. The budget year
refers to the next fiscal year, which begins the July
following the Legislature’s adjournment. Finally, out-
years refer to the years beyond the budget year. In
The FY 2006 Governor’s Budget Report, the actual
fiscal year is FY 2004, the current fiscal year is FY
2005, and the budget year is FY 2006.

By law, The Governor’s Budget Report must reflect
actual year spending, the Governor’s revised spending
recommendations for the current fiscal year, state
agency spending requests for the budget year, and the
Governor’s spending recommendations for the budget
year. The budget recommendations cannot include the
expenditure of anticipated income attributable to
proposed legislation. Expenditure data are shown by
agency and category of expenditure in the schedules at
the back of this volume. Those same data are
included, by agency and program, in Volume 2 of The
Governor’s Budget Report.

Annual-Biennial Budgets. Appropriations for agency
operating expenditures have been made on an annual
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basis since 1956. With enactment of legislation in
1994, the budgets of 20 state agencies were approved
on a biennial basis starting with FY 1996. They were
all financed through fee funds. Since then, two of
these merged and a non-fee agency was added, leaving
the total at 20.

Financing of State Spending. Frequent reference is
made to State General Fund expenditures and
expenditures from all funding sources. Expenditures
from all funding sources include both State General
Fund expenditures and expenditures from special
revenue funds. All money spent by the state must first
be appropriated by the Legislature, either from the
State General Fund or from special revenue funds.

The State General Fund receives the most attention in
the budget because it is the largest source of the
“uncommitted” revenue available to the state. It is
also the fund to which most general tax receipts are
credited. The Legislature may spend State General
Fund dollars for any governmental purpose.

Special revenue funds, by contrast, are dedicated to a
specific purpose. For instance, the Legislature may
not spend monies from the State Highway Fund to
build new prisons. The State Highway Fund, which is
the largest state special revenue fund, can be used only
for highway purposes. It consists primarily of motor
fuel taxes, federal grants, vehicle registration fees, and
a dedicated one-fourth cent sales tax. Other examples
of special revenue funds are the three state building
funds, which are used predominantly for capital
improvements; federal funds made available for
specific purposes; and the Board of Accountancy Fee
Fund, which can be used only to support operations of
the Board. The Economic Development Initiatives
Fund, the Children’s Initiatives Fund, and the State
Water Plan Fund are special revenue funds. However,
these funds function the same as the State General
Fund.

Revenue Estimates. The tool used by both the
Governor and the Legislature to determine State
General Fund revenue is the “consensus revenue
estimate” prepared by the Consensus Revenue
Estimating Group.



The consensus revenue estimate is important because
both the Governor and the Legislature base their
budget decisions on it. The estimate is categorized by
major source and covers a two-year period: the
current year and the budget year. In addition, KSA
75-6701 requires that the Director of the Budget and
the Director of the Legislative Research Department
certify a joint estimate of State General Fund resources
to the Legislature. The revenue estimating process is
the source of that estimate.

The Consensus Revenue Estimating Group is
composed of representatives of the Division of the
Budget, the Department of Revenue, the Legislative
Research Department, and one consulting economist
each from the University of Kansas, Kansas State
University, and Wichita State University.  The
Director of the Budget serves as unofficial chairperson.

The Consensus Revenue Estimating Group meets each
spring and fall. Before December 4 (typically in
November) of each year, the group makes its initial
estimate for the budget year and revises its estimate for
the current year. The results are reported to the
Governor, Legislature, and public in a joint
memorandum from the Director of Legislative
Research and the Director of the Budget. The group
meets again before April 20 to review the fall estimate
and additional data. The group then publishes a
revised estimate which the Legislature may use in
adjusting expenditures, if necessary.

The consensus revenue estimate is the official revenue
projection for the State General Fund. Estimates of
revenues to other funds are prepared by individual
state agencies, reviewed by the Division of the Budget,
and included in The Governor’s Budget Report.

The State General Fund consensus revenue estimate
for FY 2006 is $4.81 billion, which is subject to
revision in April 2005. This estimate and the
assumptions upon which it is based are discussed in
the State General Fund Revenues section of this
volume. A complete discussion of the economy is
included in The Governor’s Economic and
Demographic Report. This report is prepared by the
Division of the Budget and a Wichita State University
economist.

Budget Balancing Mechanisms. This term refers to
KSA 75-6701 to 75-6704. The purpose of the law is

to ensure an adequate operating balance in the State
General Fund. The practical effect of this provision is
to target the ending balance in the State General Fund
to be at least 7.5 percent of authorized expenditures
and demand transfers in the budget year. During the
2004 Legislative Session the statutes were amended
for FY 2005 to suspend the State General Fund ending
balance requirement for that year. For FY 2006, the
Governor submitted two budgets. One conforms to the
statutory requirement for a 7.5 percent ending balance.
The other budget, the one reflecting the Governor’s
priorities, does not target a specific reserve percentage.
Rather, the goal is to ensure that available funds cover
the level of expenditures recommended.

The “spending lid” statute requires that The
Governor’s Budget Report and actions of the
Legislature comply with its provisions. An “Omnibus
Reconciliation Spending Limit Bill” must be the last
appropriation bill passed by the Legislature. The
purpose of the bill is to reconcile State General Fund
expenditures and revenues by reducing expenditures, if
necessary, to meet the provisions of the “spending
lid.”

The final provision of the “spending lid” act allows the
Governor to reduce State General Fund expenditures
in the current fiscal year, when the Legislature is not in
session, by an amount not to exceed that necessary to
retain an ending balance in the State General Fund of
$100.0 million.  The Governor must make the
reductions “across-the-board” by reducing each line
item of expenditure by a fixed percentage. The only
exceptions are debt service obligations, state
retirement contributions for school employees, and
transfers to the School District Capital Improvements
Fund. The reductions must be approved by the State
Finance Council.

In addition to the “spending lid” act, the Governor has
the authority under a statutory allotment system to
limit expenditures of the State General Fund and
special revenue funds when it appears that available
monies are insufficient to cover expenditure
obligations. This authority applies to agencies of the
Executive Branch but not the Legislature or the
Judiciary. Allotments can be made on a case-by-case
basis and do not have to be across the board. Agencies
have the right to appeal any allotment amount and the
Governor makes the final determination.  The
allotment system had not been used for 30 years;



however, budget problems in FY 2003 required
reductions to be made twice under this law.

Classification of State Spending. The State of
Kansas classifies state spending by function of
government and by category of expenditure. Function
of government is a grouping of agencies which make
expenditures for similar programs and purposes.
There are six functions of government: general
government, human resources, education, public
safety, agriculture and natural resources, and
transportation.  Category of expenditure classifies
expenditures by budgeting and accounting objects of
expenditure  (state  operations; aid to local
governments; other assistance, grants, and benefits;
and capital improvements).

Each of the six functions of government is discussed in
a section of this volume. The following is a brief
description of each function.

FY 2006 Expenditures by Function
(Dollars in Millions)

SGF All Funds
General Government $ 210.0 $ 656.7
4.3% 5.8%
Human Resources $ 1,131.8 $ 3,804.9
23.4% 33.8%
Education $ 3,104.5 $ 4,740.3
64.1% 42.1%
Public Safety $ 366.1 $ 5313
7.6% 4.7%

Agriculture &
Natural Resources $ 28.2 $ 162.0
0.6% 1.4%
Transportation $ - $ 1,372.6
- 12.2%
Total $ 4,840.6 $11,267.8
100.0% 100.0%

Totals may not add because of rounding.

General Government includes state agencies with both

administrative and regulatory functions.  These
agencies include the state’s elected officials
(Governor, Secretary of State, etc.) and the

Department of Administration. The Board of Nursing,

the Kansas Corporation Commission, the Racing and
Gaming Commission, and the Department of Revenue
are examples of agencies that perform a regulatory
function. Other general government agencies include
the Legislature and the Judiciary. Approximately 5.8
percent of total expenditures and 4.3 percent of State
General Fund expenditures recommended by the
Governor for FY 2006 are for General Government.

Agencies in the Human Resources function provide
services to individuals. Such services include the
nutrition programs of the Department on Aging; care
of the developmentally disabled as well as financial
assistance and social services by the Department of
Social and Rehabilitation Services; services to
veterans provided by the Kansas Commission on
Veterans Affairs; job training placement assistance
provided by the Department of Labor; and Division of
Health programs in the Department of Health and
Environment. Recommended Human Resources
expenditures for FY 2006 constitute 33.8 percent of all
recommended expenditures and 23.4 percent of State
General Fund expenditures.

The Education function agencies provide various
educational services to Kansans. While Regents
institutions and the Board of Education provide direct
education services, services by agencies such as the
State Library are indirect in nature. Recommended
Education expenditures represent 42.1 percent of total
expenditures for FY 2006 and 64.1 percent of the State
General Fund expenditures.

Public Safety agencies ensure the safety and security
of Kansas citizens. Agencies in this function include
the Department of Corrections and law enforcement
agencies. Also included are the Juvenile Justice
Authority and the juvenile correctional facilities, the
Highway Patrol, and the Kansas Bureau of
Investigation. Public Safety expenditures constitute
4.7 percent of the total recommended expenditures for
the FY 2006 budget and 7.6 percent of recommended
expenditures from the State General Fund.

Agriculture and Natural Resources agencies protect
the natural and physical resources of the state and
regulate the use of those resources. The FY 2006
expenditures recommended by the Governor constitute
1.4 percent of total expenditures and 0.6 percent of
State General Fund expenditures. Agencies included
in this function are the Department of Agriculture, the



Division of Environment of the Department of Health
and Environment, and the Department of Wildlife and
Parks.

Transportation includes only the Department of
Transportation. Responsibilities of this agency include
maintenance and construction of highways in Kansas.
Recommended expenditures constitute 12.2 percent of
the total recommended budget for FY 2006 and no
State General Fund expenditures.

Categories of expenditure are based on accounting
objects of expenditure. The four general categories are
state operations; aid to local governments; other
assistance, grants, and benefits; and capital
improvements. The first three categories constitute
what are called operating expenditures.

Following is a brief guide to the general categories of
expenditure:

State  Operations includes expenses incurred
conducting the day-to-day business of state
government. The largest category of these costs is the
salaries and wages paid to state employees.
Expenditures in this category constitute 29.9 percent
of the FY 2006 total budget and 28.0 percent of the
State General Fund budget.

Aid to Local Governments consists of payments made
to governments which provide services at the local
level and in most cases have taxing authority. General
State Aid to school districts is an example; it consists
of more than $1,716.6 million for FY 2006. This
category constitutes 29.2 percent of the FY 2006 total
budget and 51.6 percent of the State General Fund
budget.

Other Assistance, Grants, and Benefits constitutes
payments to individuals and agencies that are not
governments. Medicaid payments, financial aid for
postsecondary education, nutrition assistance for
mothers and their babies, and temporary assistance for
needy families are examples. This category includes
31.8 percent of total expenditures in FY 2006 and 20.1
percent of the State General Fund.

Capital Improvements include highway construction
costs as well as the cost of rehabilitation and repair,
razing, remodeling, and construction of state-owned
buildings and other facilities. Some of these projects

are financed by bond issues. The cost of that portion
of the debt service payment on bonds that represents
the principal is also included in this category. By far
the largest portion of the expenditures in this category
is highway construction costs. Capital improvement
expenditures represent 9.1 percent of total
expenditures in FY 2006 and 0.3 percent of State
General Fund expenditures. Included in this volume
are separate sections on capital improvements and debt
service.

FY 2006 Expenditures by Category
(Dollars in Millions)
SGF All Funds
State Operations $13544 $ 33742
28.0% 29.9%
Aid to Local
Governments $249.3 $ 3,2858
51.6% 29.2%
Other Assistance,
Grants, & Benefits $ 9756 $ 3,586.8
20.1% 31.8%
Capital Improvements $ 143 $ 1,021.0
0.3% 9.1%
Total $ 4,840.6 $ 11,267.8
100.0% 100.0%

State Employees. A major part of the state operations
category of expenditures is salary and wage payments
to employees in the State Civil Service. For FY 2006,
18.9 percent of all expenditures are estimated for
salaries and wages.

The State Civil Service, by KSA 75-2935, includes the
classified and the unclassified service. Employees
hired to fill positions in the classified service must be
hired on the basis of merit as determined by
competitive examinations. These employees are also
promoted and discharged according to rules and
regulations established for administration of the
Kansas Civil Service Act.

The classified personnel service includes regular full-
time and part-time positions. The classified service
also includes the following special types of
appointments:



Limited Term appointments are made in cases where
the position will be eliminated at the end of a
predetermined length of time as stipulated in a federal
grant or contractual agreement. Except for this time
factor, which means an employee in one of these
positions has no layoff rights, limited term
appointments are the same as classified positions.

Temporary positions may be either classified or
unclassified. Those positions in the classified service
require the employee filling the position to work no
more than 999 hours in a 12-month period. The
unclassified temporary category in the SHARP
personnel and payroll system consists of two groups:
those that truly are temporary and non-FTE
unclassified permanent positions. Positions in the
second group are counted as part of the state
workforce because they participate in the state
retirement system.

The regular unclassified service includes full-time and
part-time positions specifically designated as being in
the unclassified service. Typically these positions are
defined by specific agencies, or types of agencies, for
specific purposes. Examples are all employees of the
Legislature; teaching, research, student, and health
care employees of the Regents institutions; and all
employees of the courts. Unclassified positions are
governed by rules and regulations of the appointing
agencies and are not subject to Civil Service Act rules
and regulations.

Children’s Budget. KSA 75-3717(a)(2) requires that
the Governor include in The Governor’s Budget
Report a listing of all state agency programs that
“provide services for children and their families.” The
information is summarized in the Children’s Budget,
which includes expenditures from all funding sources
and from the State General Fund, by agency and by
project; the number of children or families served in
each program; and a brief description of each of the
agency programs.

Budget Process. Producing a budget is a continuous
process. However, it does have certain discrete phases.
In the Executive Branch, the budget process begins as
soon as the legislative session ends. At that time, the
budget staff prepares The Comparison Report. This
report compares the budget recommended by the
Governor for the current and budget fiscal years to the
budget approved by the Legislature.

In June, budget instructions are distributed by the
Division of the Budget to state agencies. These
instructions include allocations that each Executive
Branch agency uses in budget preparation and
instructions for preparing a capital budget for the
budget year based on the approved budget for the
current fiscal year, as adjusted for one-time
expenditures, caseloads, and the annualization of
partial-year funding. Enhancement packages and
reduced resource packages are also a part of budget
preparation.

On July 1, agencies use the budget instructions to
submit a capital budget. The capital budget contains a
five-year plan, which includes the capital improvement
requests for the current year, the budget year, and four
out-years following the budget year.

Concurrent with preparation of financial segments of
the agency budget is completion of agency strategic
plans that are submitted with the budget in September.
Agency strategic plans establish a clear definition of
mission and a direction for the future; develop agency-
wide work plans and agency-specific objectives as
well as strategies for fulfilling the agency mission; and
allocate resources according to priority and ensure
accountability for the use of those resources. As part
of the strategic planning process, agencies identify an
agency mission, agency philosophy, goals and
objectives, and performance measures to track
progress toward the plan.

Agencies are requested to prepare one complete
operating budget for submission on September 15. For
Executive Branch agencies, the submission is based on
an allocation prepared by the Division of the Budget in
June. Each Executive Branch budget submission also
includes reduced resource packages that detail how the
services provided by the agency would be affected
under a reduced resource scenario. The Division of
the Budget also prepares a reduction amount for these
agencies to use in preparing their reduction packages.
Agencies may also submit requests for incremental
additions to their base budgets in the form of
enhancement packages that represent new programs or
the expansion of existing ones. All of the budget
components are intended to reflect program priorities.

According to law, the Governor cannot make a
recommendation with respect to the budget request
submitted by the Judiciary. As a matter of policy, the



Governor treats the legislative budgets in the same
way. Therefore, the Governor includes these budgets
as requested to present a complete state budget that
accounts for all budget resources. Modification to the
Judiciary and Legislative Branch budgets, if any, is the
responsibility of the Legislature.

The individual budgets submitted by state agencies
show program expenditures with appropriate funding
sources for each program within the agency. These
data are shown for the actual fiscal year, the current
year, and the budget year. Budget submissions also
document performance that relates to the outputs and
outcomes identified in the agency’s strategic plan.
Evaluation of performance provides a means for
weighing budget alternatives.

Beginning September 15, analysts in the Division of
the Budget review agency budget requests. The
Division of the Budget recommendations, based on
those analyses, are provided to each state agency by
November 10. The agencies then have ten days to
determine whether to appeal those recommendations
to the Secretary of Administration. Many appeal the
recommendations in writing; some also request an
appointment to present an oral appeal.

Once the appeal process has been completed, the
Division of the Budget staff prepares its presentations
for the Governor. An analysis of the difference
between the Division of the Budget recommendations
and the agency’s request, including the effect on
performance, is presented to the Governor. The
analysis includes the agency’s request and the basis for
it, the Division of the Budget recommendation and the
basis for it, and the agency’s appeal, if any. The
Governor uses this information to make budget
determinations for all agencies. The Division of the
Budget then aggregates final recommendations and
prepares The Governor’s Budget Report.

During this same period, between September 15 and
commencement of the legislative session in January,
the Legislative Research Department’s fiscal staff also
is analyzing agency budget requests. Following
receipt of the Governor’s recommendations, legislative
fiscal analysts begin updating their analysis for each
agency to reflect the recommendations of the
Governor. These updated budget analyses are printed
in the Legislative Research Department’s annual
analysis and copies are distributed to each legislator.

Consideration by First House. The Governor’s
budget recommendations are drafted into appropriation
language by the Office of the Revisor of Statutes.
Appropriations are divided into three parts:
supplemental appropriations, capital improvement
appropriations, and budget year expenditure authority
for all agencies except biennial agencies, whose
expenditure authorizations cover a two-year period.
The appropriations are simultaneously considered by
the Ways and Means Committee of the Senate and the
Appropriations Committee of the House.

The chairpersons of the committees appoint
subcommittees to consider appropriations for various
agencies.  Subcommittees vary in size. Usually
between two and five persons are named to a
subcommittee. After reviewing the budget requests,
the subcommittee drafts a report which details all
budgetary adjustments to the Governor’s budget
recommendations that the subcommittee wishes to
make. The subcommittee report may contain
administrative or programmatic recommendations.

The subcommittee report is presented to the full
committee for consideration. A committee may adjust
the recommendations of its subcommittee in any area
or it may adopt the entire report as submitted. The
appropriations are reprinted in order to reflect the
recommendations of the full committee. The
appropriations are then presented to either the House
or Senate, which may amend or reject them.

Consideration by Second House. The process for
review of the appropriations in the second house
repeats the steps followed in the house of origin.

Conference Committee Action. Upon completion of
consideration of the appropriations by both chambers,
the bills typically go to a conference committee so that
differences between the House and Senate versions
can be reconciled. Each chamber then votes to accept
or reject this appropriation bill. If either chamber
rejects the conference committee report on the
appropriation bill, it is returned to the conference
committee for further review and for possible
modification.

Omnibus Appropriation Bill. Traditionally, this has
been the last appropriation bill of the session. It
contains any appropriation necessary to carry out the
intent of the Legislature that has not yet been included



in another appropriation bill. Since the advent of the
statutory requirement for an Omnibus Reconciliation
Spending Limit Bill to be passed at the end of the
session, the Omnibus Appropriation Bill has served as
the reconciliation bill.

State Finance Council. The State Finance Council is
a statutory body that provides a mechanism for making
certain budgetary and personnel adjustments when the
Legislature is not in session. The Council consists of
nine members: the Governor, the Speaker of the
House, the President of the Senate, and the House and
Senate majority leaders, minority leaders, as well as
Ways and Means and Appropriations Committee
chairpersons.

The Governor serves as chairperson of the Finance
Council. Meetings are at the call of the Governor,
who also prepares the agenda. Items are eligible to
receive Finance Council consideration only if they are
characterized as a legislative delegation to the Finance
Council. Approval of Finance Council items typically
requires the vote of the Governor and a majority of the
legislative members.

Present statutes characterize the following items of
general application to state agencies as legislative
delegations, allowing them to receive Finance Council
approval under certain circumstances:

1. Increases in expenditure limitations on special
revenue funds and release of State General Fund
appropriations.

2. Authorization for state agencies to contract with
other state or federal agencies, if the agencies do
not already have such authorization.

3. Authorization of expenditures from the State
Emergency Fund for purposes enumerated in the
statutes.

4. Increases in limitations on positions imposed by
appropriation acts on state agencies.

5. Approval of the issuance of certificates of
indebtedness to maintain a positive cashflow for
the State General Fund.

6. Approval to issue bonds for capital projects when
an agency has been granted bonding authority.

Certain other items of limited application are
characterized as legislative delegations by individual
legislative acts, allowing them to be subject to Finance
Council action. The Finance Council cannot
appropriate money from the State General Fund,
authorize expenditures for a purpose that specifically
was rejected by the previous legislative session, or
commit future legislative sessions to provide funds for
a particular program.

The chart on the next page is intended to capture the
essential elements of the budget process on a single
page over the course of a complete yearly cycle and to
depict the roles and interactions of the primary
agencies involved in developing and approving the
state budget.

Prepared by the Division of the Budget in cooperation
with the Legislative Research Department.



